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FARM  REAL  ESTATE  VALUES 


April  23,  1940. 

ff  AGRICULTURAL ' 


The  probable  course  of  farm  real  estate  values  in  the  United  States  during 
and  after  the  present  wars  in  Europe  is  a  subject  of  widespread  interest  and 
speculation.  During  the  first  two  years  of  the  World  War  there  was  but  a  moderate 
rise  in  farm  real  estate  values,  the  level  for  March  1916  being  but  5  percent  above 
the  level  two  years  earlier.  From  March  1916  to  March  1919*  however,  average 
values  rose  from  8  to  10  percent  each  year.  The  most  substantial  increase  occurred 
during  the  12  months  ended.  March  1920,  when  values  rose  over  20  percent.  Average 
values  for  the  United  States  as  a  v/hole  increased  about  65  percent  during  the 
period  March  1914  to  March  1920,  but  the  increases  were  more  limited  and  lagged  be¬ 
hind  the  increases  in  prices  of  farm  products  and  net  land  rents.  Both  prices  and 
rents  increased  over  130  percent  during  the  6-year  period,  the  most  substantial  in¬ 
creases  occurring  in  1916  and  1917* 

The  present  land  value  situation  varies  in  a  number  of  respects  from  that 
in  1914.  The  revised  outlook  for  land  requirements  arising  out  of  population 
growth  is  perhaps  one  of  the  most  important  changes.  In  contrast  with  the  rather 
rapid  and  continued  expansion  in  land  requirements  expected  in  1914  as  a  result  of 
poptilation  growth,  it  is  now  believed  that  the  maximum  population  will  be  reached 
in  the  next  quarter  century,  with  land  needs  not  substantially  in  excess  of  the 
amount  available  at  present. 

A  change  in  confidence  in  land  investments  arising  out  of  land  value  and 
farm  price  trends  has  also  occurred  since  the  World  War.  Land  values  and  farm 
•prices  we re  rising  for  about  two  decades  before  1914,  and  rising  land  values  were 
virtually  a  part  of  the  expected  order  of  events.  The  current  European  War  on  the 
contrary  follows  two  decades  of  falling  or  low  land  values  and  one  decade  of  fall¬ 
ing  or  low  farm  prices. 

The  character  of  land  holdings  has  also  undergone  a  considerable  change 
since  1914.  Then,  the  supply  of  land  pressing  on  the  market  was  negligible.  In 
the  present  situation,  the  holdings  of  erstwhile  lenders  as  well  as  the  increasing 
accumulation  of  lands  in  estates  and  in  tho  hands  of  elderly  farmers  wishing  to 
retire  are  substantial  and  are  likely  to  have  a  curbing  influence  on  value 
increases. 
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LAMP  COSTS  MORE 

Other  factors  in  the  current  situation  which  nay  be  expected  to  operate  in 
the  direction  of  limiting  value  increases  include  higher  cost  levels  than  those 
that  prevailed  in  1914,  as  well  as  sone  indication  that  the  rates  of  current  returns 
demanded  on  investments  in  land  have  increased  moderately  since  the  period  immedi¬ 
ately  preceding  the  World  War, 

On  the  other  hand,  certain  influences  which  were  not  apparent  in  1914  may 
affect  the  current  situation.  In  1914,  few  persons  expected  prices  and  values  to 
rise  as  high  as  they  did.  In  the  current  situation  it  is  possible  that  a  con¬ 
siderable  number  expect  values  and  prices  to  eventually  repeat,  in  part  at  least, 
their  World  War  perf ormance.  Such  an  attitude  might  be  expected  to  lead  to  some 
increased  farm  real  estate  activity  without  the  support  of  farm  price  increases. 

It  is  doubtful,  however,  that  substantial  increases  based  wholly  on  this  expecta¬ 
tion  are  likely  and  the  indications  are  that  it  has  had  little  if  any  influence 
on  the  value  levels  reported  for  March  1940, 

Another  factor  in  the  current  situation  that  may  come  to  have  considerable 
influence  involves  the  prevailing  attitude  toward  inflation.  It  would  appear  that 
many  more  persons  are  inflation-minded  at  the  present  time  than  was  the  case  in 
1914,  Since  real  estate  is  considered  one  of  the  types  of  investments  in  which 
protection  against  inflation  can  be  obtained,  some  increased  farm  real  estate 
activity  may  result. 

Lower  interest  rates  on  farm  mortgages,  a  more  plentiful  supply  of  mortgage 
credit,  and  lower  equity  requirements  are  other  variations  from  the  1914  situation 
which  will  operate  in  the  direction  of  supporting  value  increases. 

In  general,  the  changes  since  1914  that  may  be  expected  to  limit  or  curb 
value  increases  appear  to  outweigh  the  changes  that  are  likely  to  support  value 
increases.  However,  the  weight  that  such  a  factor  as  inflation  psychology  may 
come  to  have  is  unpredictable. 

The  possibility  of  even  a  partial  repetition  of  World  War  movements  in  land 
values  would  appear  to  justify  giving  serious  consideration  to  the  formulation  of 
legal  measures  aimed  at  discouraging  excessive  land  value  increases. 


1908-40-2 


. 


*.-otr2o6i 


i 


*d  © 
©  © 
-p  -p 


•H  d 

JM  -P 

D  co 


d  ca 
c  d 
•h  c3 


•H  c 

S  -d 


HU3U)  NO  W  to  OJ  ino  O  h-XMO  4t  OXMO  LT\  CM  MO 
o  h  r-rH  hu)M)  uxrxxaxcocooxixxcMMO  lt\4}-  cm  cm  crx 
go  KX4}-  o  r-  4f  43-  ovo  j-  co  w  omm  h-r-  co  cm  4f  rxx 

4f  MO  H  4}-  CM  O  CTiCTNh-I^-r-h-l^r-O  rH  CM  J-  IfX  LCXICX 

fxxMO  md  lcx  ux  UX4}-  j-j- j  j-j-j-  rxxfxxrxxrxxrxxixxi*xixx 


#> 

1  d  © 

m 

1 

O 

C  d 

d 

•H 

1  »rH  d 

c 

1 

«H 

rH  rH 

•H 

•rH 

1  1 — !  1 — 1 

CO 

1 

O 

•4  C 

•H 

d 

1  S  TJ 

> 

1 

ft 

■H 

1 

>d 

1 

1 

0 

1 

d  © 

«|H 

1  C  d 

43 

1  1 

•h  d 

ft 

d 

1  rH  1 — 1 

d 

1  P 

•rl 

1 — 1  rH 

u 

0 

d 

1  -H  C 

W) 

1  S 

-p 

££  rd 

c 

1 

© 

1 

1 

>s 

1 

hi  d  m 

4J 

1 

4! 

d  0  d 
dl  vH  d 

1  -p 

-P 

-P  H  H 

© 

m 

P 

dl  H  H 

dn 

1  V 

O 

©  *H  C 

CO 

Ol  S  X) 

•H 

•d 


d 

1  h  d 

© 

4> 

©1  0 

d 

1  43  d  H 

d 

'd 

-P  -P  -PI  H 

H 

d 

1  ©  d  d  h 

H 

d 

d  0  ©1  h 

C 

1  W  ©  O  2 

■d 

'd 

l 

d 

1 

d 

0  l 

i — 1 

• 

|  *rH  d 

© 

ox 

-P  1  C 

d 

a 

|XX 

|  43  d  H 

d 

d 

l 

■P  CO  1  H 

1 — 1 

d 

O 

1  d  H  H 

H 

CM 

O  -P  1  H 

C 

ox 

1  co  <jj  >: 

-d 

Vl 

i — 1 

1 

O 

■d 

1 

1 

© 

d 

1  rj  d 

w 

d 

d 

di  0 

d 

H 

1  43  d  -H 

d 

d 

O 

-P  -p  -PI  H 

H 

> 

r — 1 

|  W  d  d  H 

1 — 1 

OX 

©  C  ©1  *H 

C 

H 

H 

l>  s  0  s 

d 

1 

p 

1 

0 

1 

-p 

1  h  d 

© 

d  1  0 

d 

-d 

1  43d  Tl 

d 

© 

-p  -P  -p|  H 

H 

■p 

1  ©  d  di  h 

1 — 1 

d 

d  c  ©  H 

O 

a 

I  PO  SOIS 

>d 

•rH 

-P 

1  1 

CO 

0 

1  Hid 

© 

©  -P  c 

d 

1  rH  f}  1  H 

d 

•  • 

'd  d  h 

■ — 1 

|  TJ  H  1  H 

H 

H  -P  H 

O 

1  P-  *a3  1  ^ 

rO 

fcH 

tn 

1  1 

1  1  d 

© 

0 

d 

3 

1  1  -H 

d 

yvj 

r  *d  h 

1 — 1 

S 

1  >  M  di  h 

H 

©  d  d  h 

O 

H 

id  hhis 

'd 

<3 

1  1 

■  1 

d 

d 

© 


co  ox  o mo  OMn  lcx  mo  co  nco  cm  co  o  h  ino  irx 4i-  4± 

r-MO  co  r—  o  ox  0x4}-  gxmo  cm  cm  r*x  r—4}-  cm  cm  ux  ox  co  cm 

J-  M3M)  IX  LO  J-  4T  LCX  IIXMO  I —  CO  r —  OX  CM  CM  CX 4f  UX  UX  UX 


ojj-j-j-j-j-j-j-j-j-j-j  j-  r*xr''xr'xr'xr''XNxr*xr'<x 


ox  NX4t  rH  ux  rH  como  i*x  i —  kx  co  4}-  ox  co  co  cm  r —  cnn  ox 

H  MO  4T  CM  MO  i — I  f —  OX  rH  CO  r —  UX4f  CMCHCMC-XHHH 
riH  COM)  H  f«X  H  rH  CM  CM  IXJ-  4±  O  MO  I —  r—  CO  OX  OX  OX 


rH  f*X  CMCMCMCMCMCMCMCMCMCMCMCMrHHrHHHrHrH 


OX  H  Kh-OX  OX  O  ir\ 4t  COMO  IXO  COM)  O  P—  CO  O  4f 
aicncTNHVDCMLnr-HCor-orxcoHCiOix  r— 4}-  ox  rH 
HCMXCOVOr^CTMHCMrXXCOOJCMMDCOOrHCMIXrX 


t-'XMO  1x43-  J-J-4  xiniruxx ux4i-  i*x  co j-  zt  4j-  4f  -=f 


60  4-  O  LONlXHVX)  C0  4-  CO  UXMO  CO  rH  r—  UX4t  MO  CPi^t 
r«XMO  r*X  UX  L£~\  CM  CO  rXOj-  O  CO  MO  UX  OX  CO  rHCO  CTi04 
I — MO  OXMO  MO  UX4I-  UX  UX  UXMO  MO  4f  OMO  I — 0X0X0  CM  CM 


H  fxX  CMCMCMCMCMCMCMCMCMCMCMCMrHrHrHrHCMCMCM 


MOCMinHMOHCnHCOCT\CMCM4-COOOCMOMXCMN 
CO  04}-  OMO  O  OX  CO  OX  I —  CO  UX  O  UX  C —  UX  OX  rH  rH  CO  I"- 
4tCMUXCOHHOHCOCOCOCOUX  0>4f  MO  h~  CPi  H  H  H 


CM  UX4f  f«X4t  4t  4t  4t  1*0  l*X  NX  r<X  l*X  CM  CM  CM  CM  CM  IXfX  r*X 


XChCM  H  COJ  H  OX  O  MO  OX  OXMO  O  KX  CO  lOCTiH  1^  Is— 

rH  MO  OXMO  OX  I—  f<X  OX  UX  O  CO  UX4±  r~~  4t  OX  CO  UX  UX  rH  OX 

MD4  O  f'-MO  CM  X04  t*X  f<X  H  UX  f<X  OX  CM  C<X  f'-  CO 

rH  4±  P*X  OX  CO  X-MO  MO  X  X  IX  ITMX  H  CO  CTiCXCXvCXCriCX 

HWCMrHrHrHrIHrlHHrIrHH 


Zt  co  CO  4t  P —  CM  4}"  H  C0  4t  CTM'-  P«X  CX4t  rH  X-  O  UX  P<X  h- 

x-  rx~\4t-  co  r«x  ox  cm  r—  ox  p--  ox  kx  X4}  xcncncoj-  irx  cm 

W  CT\0  H  CJ'irxO  X  OXMO  UX  fxX4}-  H  O  H  X  OX4P  UX  UX 

CO  4p  4t  CM  rH  rH  rH  O  OX  OX  OX  OX  CO  l^-MO  MO  MO  MO  C —  I —  I — 

rH  rH  i — I  i — I  i — I  rH  i — I 


P<X  CM  CM  MO  4}"  4}"  O  CO  CO  rH  CO  CO  4t  r —  CO  4}-  rH  P<XMO  CM  P<X 
4 1  04-CT\C\J4-OOJCMC\JIXHX  OX4}-  CM4t  H  P<XMO  4t 
4}-  OCOMOr^-r—COCOCOCOCOCOM04t  rH  rH  rH  CM  CM  CM  cm. 

CM  C°\  CMCMCMCMCMCMCMCMCMCMCMCMCMCMCMCMCMCMCM 


OX  P  P- —  P— 4f  O  MO  MO  MO  P<X4p  rH  O  CO  CM  CO  rH  f —  rH  UX  O 
HHXCXOOfMWn  rxX4}-  MO  rH  MO  P —  O  O  CM  rH  H 
I  OX  CO  OX  CO  7X0X0X0X0X0X0X0X0X00  CO  OX  O'  OX  OX  OX 


CM  CM  CM  CM  CM 

O  O  rH  CM  rx~\4j-  UXMO  r —  CO  OX  o  rH  CM  l*X4t  ITXMO  r~- CO  ox 
rH  CM  CM  CM  CM  CM  CM  CMCMCMCMtxXfxXI*XlxXrxXlxxrxXrxxrxXfxX 
oxoxoxoxoxoxoxoxaxoxoxox  oxoxaxoxox  axoxoxox 


-  £  - 


c6 

-p 

o 

■p 

m 

© 

-p 

cfi 

-p 

CO 

© 

-p 

£ 

o 

-p 

Tb 

T) 

d 

w 

d 


■p 

o 

a 


© 

d 

o 


> 

•H 

n3 


4} 

S* 

d 

kC 

o 

© 

t»D 

© 

43 

-p 


m 

© 

u 

a 

•H 

«H 

O 

tcO 

fl 

•H 


O 

-P 

% 

•H 

o 


m 

-p 

fx 

O 

ft 

© 

© 


•P 

rH 

8 

•H 

Ch 

o 

m 

© 

d 

© 

o 


CM 


Bureau  of  Agricultural  Economics;  based  on  values  of  all  land  and  buildings  in  census  years.  Values  in 
intercensal  years  derived  from  index  of  land  values  per  acre  and  adjusted  for  changes  of  acreage  of  land 


FABK  REAL  ESTATE:  Index  numbers  of  estimated  value  per  acre,  by  geographic  divisions,  1912-39^ .( 1912-14  =  100) 
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The  movement  of  farm  real  estate  values,  farm 

# 

prices  and  rents  during  the  World  War 

The  first  two  years  of  the  World  War  had  hut  a  limited  effect  on  farm  real 
estate  values.  On  March  1,  1915  values  in  several  geographic  divisions  were  lower 
than  a  year  earlier,  while  the  average  for  the  country  as  a  whole  was  unchanged. 
Moderate  increases  occurred  in  all  hut  one  of  the  geographic  divisions  during  the 
12  months  ended  in  March  1916,  and  hy  that  time  the  level  of  values  for  the  United 
States  as  a  whole  had  increased  5  percent. 

The  value  increases  were  more  substantial  during  the  period  from  March  1916 
to  March  1919#  with  values  rising  from  8  to  10  percent  each  year.  The  largest  in¬ 
crease  occurred  after  the  War  was  over.  Values  rose  more  than  20  percent  during  the 
year  ended  in  March  1920.  For  the  United  States  as  a  whole,  values  in  1920  were  65 
percent  above  1914  and  70  percent  above  the  1912-14  average.  Average  values  for 
each  of  the  three  Southern  divisions  as  well  as  the  West  North  Central  division  in¬ 
creased  considerably  more  during  the  period  than  did  the  United  States  average.  In 
the  North  Atlantic  States,  values  increased  about  one-half  the  United  States 
average,  while  the  value  peaks  for  the  Western  States  and  the  East  North  Central 
States  were  reached  at  approximately  three-fourths  of  the  high  point  for  the  country 
as  a  whcle. 

Prices  of  farm  products  and  income  from  rentals  rose  more  rapidly  and 
reached  higher  levels  than  did  land  values.  A  comparison  of  the  relative  movements 
of  these  three  series  indicates  clearly  that  land  values  followed  rather  than 
anticipated  income  and  price  changes.  Although  no  material  increases  occurred  in 
any  of  the  series  until  1916,  after  that  time  the  increases  in  rents  and  prices 
were  much  more  substantial  than  were  the  land  value  increases.  Average  prices  for 
the  year  beginning  in  July  1919  were  over  130  percent  above  the  level  6  years 
earlier.  Over  two-thirds  of  the  increase  occurred  during  the  two  years  following 
July  1916,  The  course  of  rents  was  much  the  same  as  that  of  prices,  with  the  most 
substantial  increases,  as  well  as  the  peaks,  occurring  in  the  same  years.  The  re¬ 
lation  of  land  values  to  price  movements  in  each  of  the  major  type-of-farming  areas 
was  much  the  same  as  that  for  the  United  States,  although  values  in  the  Corn  Belt 
rose  higher  in  relation  to  farm  prices  than  those  for  the  other  principal  farming 
areas. 


It  would  appear  that  after  1916  conditions  were  increasingly  favorable  to  a 
rapid  rise  in  farm  real  estate  values  as  well  as  to  an  increase  in  sales  activity. 

In  the  first  place,  there  was  a  period  of  sustained  confidence  in  agriculture.  Farm 
prices  and  land  values  had  been  rising  since  before  the  beginning  of  the  century. 
Rising  land  values  were  almost  taken  for  granted.  The  widely  accepted  explanation 
of  this  upward  trend  centered  around  the  notion  that  population  growth  was  sure  to 
continue,  and  that  the  supply  of  good  public  lands  was  exhausted.  In  the  second 
place,  current  farm  earnings  were  substantial.  Farm  prices  and  gross  income  had 
increased  more  rapidly  than  had  expenses,  particularly  taxes.  Higher  net  earnings 
resulted  in  more  funds  being  available  for  investment  by  farm  owners  and  tenants, 
and  encouraged  purchases  by  nonfarmers.  Furthermore,  credit  was  readily  obtainable, 
farms  were  easily  sold,  and  there  was  no  accumulation  of  farms  pressing  on  the 
market  and  tending  to  curb  the  upward  movement  in  values. 
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Lag  in  Values 

While  farm  real  estate  values  normally  lag  "behind  price  and  income  movements, 
the  extent  of  the  lag  during  1917  and  1918  would  appear  to  lend  credence  to  the  con¬ 
tention  that  during  these  years  farmers  in  general  viewed  current  prices  as  more  or 
less  temporary  in  nature,  expecting  them  to  drop  materially  at  the  end  of  the  War, 
and  were,  therefore,  slow  in  "bidding  up  the  price  of  land.  When  the  War  was  over 
and  prices  continued  to  move  upward  during  the  following  18  months,  the  "belief  that 
current  prices  were  here  to  stay  for  a  considerable  period  spread  rather  quickly, 
with  the  result  that  spectacular  increases  in  values  and  in  sales  activity  occurred 
in  many  areas# 

While  many  farms  during  the  period  probably  sold  at  prices  that  bore  little 
relation  to  current  earnings,  the  basic  difficulty  seems  to  have  centered  around 
the  failure  to  appreciate  fully  the  abnormality  of  the  current  income  and  price 
levels  and  the  unlikelihood  of  their  continuance.  Several  agricultural  economists 
at  the  time  realized  the  transitory  nature  of  the  current  price  situation  and  warned 
of  the  hazards  involved  in  rapidly  rising  land  values,  although  most  of  the  state¬ 
ments  appeared  somewhat  too  late  for  maximum  effectiveness.  In  areas  where  the 
real  estate  market  was  most  active,  the  situation  was  aggravated  by  the  operation  of 
buyers  whose  interest  in  purchase  was  primarily  resale  at  higher  prices. 

The  situation  in  1939  compared  with  1914 

The  general  attitudes  on  several  of  the  fundamental  factors  influencing  land 
values  have  changed  materially  since  the  World  War.  The  influence  of  many  of  the 
changed  circumstances  will  tend  to  limit  and  restrict  land  value  increases,  although 
certain  of  the  changes  will  operate  in  the  direction  of  supporting  a  rise  in  values. 
The  effect  of  certain  of  the  long-term  factors  may  be  obscured  oy  current  farm  price 
movements,  which  have  a  dominant  influence  on  land  values.  In  anticipating  future 
incomes,  price  and  income  levels  prevailing  during  the  current  period  weigh  heavily, 
with  increasing  importance  attached  to  the  more  recent  years.  Thus,  if  farm  prices 
eventually  rise,  the  effects  of  such  a  rise  are  almost  bound  to  be  reflected  in 
land  values.  The  influence  of  the  circumstances  which  have  changed  since  19^4  will 
operate  largely  in  the  direction  of  conditioning  the  response  of  land  values  to  cur¬ 
rent  price  changes. 


From  the  long-time  viewpoint,  perhaps  the  greatest  change  has  occurred  in  the 
outlook  for  agricultural  land  requirements  arising  out  of  a  changed  trend  in  popula¬ 
tion  growth.  In  1914  population  was  expanding  rapidly,  with  no  material  change  in 
the  rate  of  growth  expected  in  the  very  immediate  future.  At  the  present  time  popu¬ 
lation  students  expect  that  the  maximum  population  will  be  reached  within  the  next 
20  or  25  years,  and  the  maximum  need  for  agricultural  land  is  not  expected  to  exceed 
by  any  substantial  amount  that  available  at  present.  Hence,  in  the  present  outlook 
there  is  little  or  no  basis  for  expecting  an  upward  trend  in  land  values  on  the 
basis  of  growing  population  in  relation  to  limited  land  resources. 

Other  changes  that  have  occurred  since  the  War  and  have  affected  the  long¬ 
term  outlook  for  either  the  demand  or  supply  of  agricultural  products  in  much  the 
same  fashion  as  "population  expectations  include:  a  much  less  favorable  export 
situation;  the  substitution  of  machine  for  animal  power;  the  substitution  of  non- 
agricultural  raw  materials  for  agricultural;  and  indications  that  the  efficiency  of 
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agricultural  production  has  increased.  With  the  removal  of  production  restrictions 
and  the  adoption  of  improved  techniques,  it  is  quite  generally  felt  that  there  could 
he  a  rapid  and  substantial  increase  in  agricultural  production  in  response  to  a  rise 
in  farm  prices  without  increasing  materially  the  present  acreage  of  land  in  farms. 

New  Attitudes 

The  confidence  of  farmers  in  farm  land  values  has  also  changed  since  1914, 

At  the  beginning  of  the  last  War,  investments  in  farm  land  were  quite  generally  be¬ 
lieved  to  constitute  about  the  maximum  in  the  way  of  security.  Such  investments 
could  be  readily  liquidated  and  at  the  same  time  were  expected  to  increase  more  or 
less  continuously  in  value.  This  expectation  developed  as  a  result  of  favorable 
price  and  value  trends  for  about  two  decades  before  the  outbreak  of  the  War.  For 
the  United  States  as  a  whole,  land  values  in  1914  were  about  120  percent  above  those 
in  1900,  while  the  index  of  wholesale  prices  of  agricultural  commodities  had  risen 
about  40  percent.  The  downward  movement  in  land  values  after  1920  is  sufficiently 
fresh  in  the  minds  of  most  farmers  to  create  quite  a  different  attitude  from  that 
which  prevailed  in  1914  in  this  respect.  As  a  result  of  this  changed  attitude 
toward  the  security  of  land  investments,  it  would  seem  likely  that  if  increased 
earnings  again  resulted  from  war  demands,  many  more  farmers  would  use  such  earnings 
to  retire  debt  obligations  and  increase  living  standards  in  preference  to  their  use 
for  expanding  operations. 

The  direction  in  which  several  more  immediate  market  influences  are  operating 
has  also  changed  materially  since  1914.  The  farm  land  holdings  in  the  hands  of  un¬ 
willing  owners  have  become  a  much  more  important  factor.  The  farm  real  estate  hold¬ 
ings  of  the  Federal  land  banks,  the  Federal  Farm  Mortgage  Corporation,  Joint  Stock 
Land  Banks,  Life  Insurance  Companies,  and  three  State  Credit  Agencies  have  been 
estimated  at  about  23,000,000  acres.  The  holdings  of  commercial  banks,  mortgage 
companies,  and  other  agencies  are  also  substantial.  In  Iowa,  corporate  lending 
agencies  hold  over  11  percent  of  the  total  farm  land  in  the  State.  Even  though  the 
prices  of  farm  products  rise,  the  influence  of  these  holdings  on  land  values  will 
likely  be  repressive,  although  the  degree  will  depend  to  a  considerable  extent  upon 
disposal  policies  followed. 

Immediately  after  the  outbreak  of  the  current  war,  there  were  reports  that^a 
number  of  insurance  companies  had  at  least  temporarily  withdrawn  their  farms  from 
the  market  in  order  to  better  evaluate  the  current  war  situation.  However,  most 
companies  are  more  or  less  desirous  of  liquidating  a  substantial  part  of  their 
holdings  and  xvhile  they  wish  to  sell  at  the  best  possible  prices,  they  will  probably 
hesitate  to  pass  up  reasonably  good  offers  in  order  to  hold  for  somewhat  uncertain 
value  increases.  In  addition,  in  several  Sta.tes  there  are  limitations  on  the  period 
during  which  such  corporations  can  hold  land.  Just  how  effective  these  limitations 
may  be  is  subject  to  some  question.  Where  penalties  for  holding  in  excess  of  the 
period  allowed  are  used,  they  may  operate  successfully  with  moderate  land  value  in¬ 
creases.  They  probably  would  not  be  effective  in  case  of  substantial  value  in¬ 
creases. 
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Land  for  Sale 
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In  addition  to  corporate  holdings,  it  is  probable  that  there  has  been  an  in¬ 
creasing  accumulation  of  land  in  estates  and  in  the  hands  of  elderly  farmers  wishing 
to  retire.  Thus  the  total  amount  of  land  pressing  on  the  market  is  much  greater 
i  than  was  the  case  in  1914,  and  it  is  probable  that  more  land  would  now  be  offered  in 
response  to  land  price  increases  than  was  the  case  then. 

Other  changes  from  the  1914  situation  which  may  tend  to  restrain  value  in¬ 
creases  include  higher  cost  levels  as  well  as  the  possibility  that  somewhat  higher 
current  rates  of  return  on  land  investments  are  now  requirod.  In  recent  years 
prices  paid  by  farmers  for  commodities  used  in  production  have  been  from  one-fourth 
to  one-fifth  higher  than  pre-war,  while  taxes  have  been  about  four-fifths  above  the 
pre-war  average.  On  the  basis  of  data  available,  only  tentative  statements  can  be 
made  concerning  changes  in  the  rates  of  return  expected  on  farm  real  estate  invest¬ 
ments.  If  the  depression  years  are  eliminated,  the  ratio  of  current  earnings  to 
current  values  has  been  somewhat  higher  than  that  during  the  1910-14  period#  The 
low  rates  before  the  War  are  usually  explained  on  the  basis  of  expected  benefits 
from  rising  values  which  would  justify  the  acceptance  of  lower  current  earnings# 
During  the  more  stable  periods  after  the  War,  little  or  no  weight  was  given  to  value 
increase  prospects,  and  current  earnings  represented  the  full  return  expected. 

However,  current  mortgage  interest  rates  are  lower  than  those  before  the  War, 
and  if  continued  for  a  period  nay  operate  to  offset  the  tendency  toward  higher 
ratios  of  current  earnings  to  values.  In  addition  to  lower  interest  rates,  other 
changes  that  have  occurred  since  1914  and  that  may  be  expected  to  support  value  in¬ 
creases  include  increased  supplies  of  mortgage  credit,  and  lower  equity  requirements, 
particularly  in  case  of  purchase  from  corporate  agencies.  On  the  other  hand, 
stricter  security  requirements  on  loans  tend  to  offset  to  some  extent  the  effect  of 
the  increased  volume  of  credit  available. 

Experience  gained  during  and  after  the  World  War  has  also  caused  certain 
changes  in  expectations  that  may  affect  value  movements.  At  the  beginning  of  the 
World  War,  few  people  foresaw  the  heights  to  which  farm  prices  and  land  values 
would  rise.  Nov;,  many  people  expect  values  and  prices  to  repeat  their  World  War 
perf ormance.  The  effect  of  this  expectation  may  result  in  increased  real  estate 
activity  somewhat  earlier  than  would  be  expected  on  the  basis  of  price  and  value 
relationships  prevailing  during  the  first  part  of  the  World  War.  It  would  seen 
doubtful,  however,  that  any  substantial  increase  in  values  based  wholly  on  this 
attitude  would  occur,  Eurthernore,  substantial  farm  price  increases  due  to  war 
demands  are  likely  to  have  much  less  influence  on  land  values  then  previously  was 
the  case  because  the  temporary  nature  of  the  levels  prevailing  during  the  World  War 
will  be  remembered# 

Attitudes  toward  inflation  constitute  still  another  element  in  the  current 
situation  that  nay  influence  values  materially.  In  recent  years,  many  more  persons 
than  in  1914  have  been  inflation-minded.  While  the  effect  that  this  influence  nay 
Gone  to  have  is  largely  conjectural,  it  should  be  recognized  that  conditions  favor¬ 
able  to  price  inflation  have  existed  for  a  number  of  years,  and  that  the  present 
War  nay  supply  the  stimulus  that  has  been  lacking. 
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In  general,  the  effect  of  most  of  the  changed  attitudes  toward  land  values 
should  he  to  give  less  weight  to  current  price  increases  based  on  war  demands  in 
anticipating  the  series  of  future  incomes  upon  which  values  are  primarily  based. 

The  expectation  of  a  repetition  of  World  War  prices  and  values,  however,  may 
strengthen  values  somewhat  earlier  than  was  the  case  in  1914,  largely  through  the 
effect  of  this  expectation  on  landowners  or  buyers  whose  interest  is  primarily  sale 
or  resale  in  contrast  with  those  whose  interest  is  income  over  a  period.  However, 
it  appears  that  the  possible  type  of  reaction  suggested  has  not  yet  been  reflected 
in  current  land  value  estimates.  Even  though  such  an  original  strengthening  did 
occur,  it  would  later  seem  reasonable  to  expect  values  to  lag  behind  price  increases 
even  more  than  during  the  World  War,  and  the  cessation  of  hostilities  would 
probably  bring  about  a  weakening  of  values  in  advance  of  sharp  price  declines. 

While  some  increase  in  land  values,  based  on  a  reasonable  relation  to  income, 
would  appear  desirable,  it  is  very  doubtful  that  increased  income  based  on  war  con¬ 
ditions  constitutes  an  adequate  basis  for  more  than  a  mild  rise  in  land  values. 

Even  though  values  lag  considerably  behind  the  current  price  increases  that  may 
arise  as  a  result  of  such  conditions,  the  chances  are  that  the  value  increases  will 
exceed  those  justified  by  a  series  of  future  incomes.  The  longer  the  war  price 
levels  prevail,  the  greater  will  be  the  probable  divergence  of  values  from  a  level 
making  proper  allowance  for  the  temporary  nature  of  war-time  prices. 

Then  too,  while  the  probability  of  values  repeating  their  World  War  per¬ 
formance  may  not  be  imminent,  the  possibility  of  some  such  repetition  is  real,  since 
attitudes  change  and  unforeseen  elements  develop. 
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Cash  Income  From  Farm  Marketings — 
Total ,  Per  Farm,  and  Per  Capita — 
United  States,  1910-39 • 


Year 

Cash  in¬ 
come  1/ 

Dumber  of 
fax-ms, 
January  1 

Cash  income 
per  farm 

Farm  population 
January  1 

Cash  income 
per  capita 

Million 

dollars 

Thousands 

Dollars 

Thousands 

Dollars 

1910 - 

5,735 

6,362 

909 

32,077 

ISO 

1911 - 

5,531 

6,390 

6,420 

873 

32,110 

174 

1912 - 

5, 9oS 

929 

32,210 

185 

1913 - 

6,251 

6,450 

969 

32,270 

194 

1916 - 

0,015 

6,480 

928 

32,320 

186 

1915 - 

6.391 

6,520 

98O 

32,440 

197 

1916 - 

7.755 

6,560 

1,182 

32,530 

238 

1917 - 

10,648 

6,54o 

1,528 

32,340 

329 

1913 - 

13.464 

6,520 

2,065 

31,770 

424 

1919 - 

14,436 

6,470 

2,231 

30,930 

467 

1920 - 

12,553 

6,448 

1,947 

31,614 

397 

1921 - 

8,107 

6,500 

l ,  247 

31,763 

255 

1922 - 

3,518 

6,510 

1,308 

3l.7lL9 

268 

1923 - 

9,524 

6,600 

1 , 488 

31,130 

306 

1924 - 

10,150 

6,350 

1,593 

30.S17 

329 

1925 - 

10,927 

6,372 

1,715 

30,830 

354 

1926 - 

10,529 

6,360 

l,66l 

7o ,  619 

344 

1927 - 

10,699 

6,260 

1,709 

30,170 

355 

1923 - 

11,024 

6,270 

1,753 

30,188 

365 

1929 - 

11,221 

6,290 

1,734 

30 , 220 

371 

1930 - 

8,383 

6,289 

1,412 

30,169 

294 

1931 - 

6,283 

6,390 

933 

30,497 

206 

1932 - 

4,682 

6,530 

717 

30,971 

151 

1933 - 

5,273 

6,720 

735 

31,693 

167 

19311 — 

6,273 

6,770 

927 

31,770 

197 

1935 - 

6,969 

6,812 

1,023 

31,801 

219 

1936 — 

8,212 

6,830 

1,202 

31,309 

258 

1937 - 

3,744 

6,820 

1,282 

31,729 

276 

1933 - 

7,599 

6,850 

1,105 

31,819 

239 

1939 - 

7,711 

6,520 

l,ll4 

32,059 

241 

!/  From  marketings  (excludes  government  parents). 
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Cash  Income  and  Government  Payments — 
Total,  Per  Farm,  and  Per  Capita — 
United  States,  1910-3$. 


Year 

Government  : 
payments 

Cash  income  and  Government  payments 

Total 

Per  farm 

Per  capita 

Million 

Million 

dollars 

dollars 

Dollars 

Dollars 

1933 - • 

131 

5,409 

805 

171 

1934 - 

447 

6,720 

993 

212 

1935 - 

573 

7,5>+2 

1,107 

237 

1936 - 

287 

8,499 

1,244 

257 

1937 - 

357 

9,111 

1.336 

287 

193S - 

482 

8,081 

1,130 

254 

1939 - 

807 

0 , 518 

1,231 

266 

Total  Outstanding  Farm-Mortgage  Debt 
and  Amount  Held  by  Principal  Lender  Groups,  1910-39 

Total  outstanding  farm-mortgage  debt  rose  rapidly  from  $3,207,863,000  on 
January  1,  1$10  to  $10,785,621,000  on  January  1,  1923*  Since  1923  there  has  been 
a  continuous  reduction  in  farm— mortgage  debt,  the  tonal  on  January  1,  1939  amount¬ 
ing  to  $7,070,896,000.  Life  insurance  company  holdings,  during  the  period  1910-20, 
rose  from  $386,961,000  to  $974, 826,000,  and  continued  to  rise  up  to  1928  when  the 
total  amounted  to  $2,172,363,000.  On  January  1,  1939  life  insurance  holdings  had 
been  reduced  to  $887,336,000,  or  about  to  the  sane  level  as  in  1917*  Commercial 
bank  holdings  of  farm  mortgages  rose  threefold  from  1910  to  1920  and  on  January  1, 
1922  had  further  increased  to  $1,540,005,000.  After  1$22  the  holdings  of  conmerciaJ 
banks  declined  each  year  to  1936  when  the  total  was  less  than  one-third  of  the  1922 
total.  Since  193°  there  ka,s  been  a  small  rise  in  commercial  bank  holdings.  Federal 
.land  bank  holdings  reached  $1,182,313,000  at  the  beginning  of  1929  declined  slightly 
to  1933»  then  rose  to  $2,059,^5,000  at  the  beginning  of  1936*  Since  that  date 
Federal  land  bank  holdings  have  declined  slightly.  Land  Bank  Commissioner  loans 
rose  to  $835»807,000  at  the  beginning  of  1937  and  have  declined  since  that  date. 

The  mortgage  holdings  of  the  joint  stock  land  banks  reached  a  peak  at  the  beginning 
of  1928  and  declined  steadily  until  1933*  Since  1933  these  institutions  have  been 
in  liquidation.  On  January  1,  1939,  the  land  banks  and  the  Land  Bank  Commissioner, 
life  insurance  companies,  and  commercial  banks  held  about  60  percent  of  the  entire 
farm-mortgage  debt. 
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Table  1.  Estimated  amount  of  farm-mortgage  loans  outstanding,  by  geographic  division 

January  1.  1910—39, 
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FARM  MORTGAGE  DEPT:  TOTAL  AMOUNTS  .OUTSTANDING  AND  AMOUNT  AND  PERCENT  OF  TOTAL  HELD  BY  PRINCIPAL 

LENDER  GROUPS,  January  1,  1910-39. 
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Farm-Mortgage  Debt  and  Cash  Farm  Income,  1910-39 
and  Value  Per  Acre  of  Farm  Real  Estate,  1912-39 

Farm-mortgage  debt  rose  rapidly  from  1910  to  1921  and  the  rise  continued  at 
a  slower  rate  up  to  about  1923*  Cash  farm  income  declined  sharply  in  1920  and  1921 
and  was  followed  by  a  rapid  reduction  in  land  values  in  1921  and  1922.  From  1921 
to  1929  cash  farm  income  rose  whereas  land  values  and  mortgage  debt  were  declining. 
Cash  farm  income  fell  sharply  after  1029  and  was  followed  by  a  further  reduction  in 
land  values.  The  largest  reduction  of  farm-mortgage  debt  did  not  occur,  however, 
until  1932  and  1933*  Farm-mortgage  debt  has  continued  to  decline  in  recent  years 
despite  improved  farm  incomes  and  land  values.  The  decline  of  farm-mortgage  debt 
in  recent  years  has  resulted  both  from  continued  foreclosures  and  from  principal 
repayments,  the  latter  becoming  of  greater  importance  in  the  most  recent  years. 


1905-40-15 


CASH  FARM  INCOME  AND  FARM-MORTGAGE  DEBT,  1910-39,  AND 
VALUE  PER  ACRE  OF  FARM  REAL  ESTATE,  1912-39 


*  CALENDAR  Y  EA  R.  I N  C  L  UDIN  G  GOVERNMENT  PAYMENTS 


-  If  - 


Average  Interest  Hates  on  Outstanding  Farm  Mortgages, 

January  1*  I9I3,  1923,  1933,  and  1939 

In  pre-war  years  there  were  wide  regional  variations  in  farm-mortgage 
interest  rates,  the  rates  in  effect  in  the  West  and  South  "being  much  higher  than 
in  the  Midwest  and  in  most  of  the  Eastern  States.  The  regional  differences  were 
less  in  1923*  but  the  rates  were  still  much  higher  in  the  West  and  South  than  else¬ 
where.  By  1933  there  had  been  a  general  lowering  of  interest  rates,  but  high  rates 
still  prevailed  in  several  of  the  Western  and  Southern  States.  From  1933  to  3-939 
the  level  of  rates  had  fallen  from  an  average  of  about  6  percent  to  about  5  percent 
and  regional  differences  had  become  much  less.  The  decline  of  interest  rates  from 
1933  to  1939  reflects  the  reductions  of  interest  rates  through  the  refinancing 
operations  of  the  Federal  land  banks  and  Land  Bank  Commissioner,  the  further 
temporary  reductions  of  rates  on  loans  held  by  these  agencies,  and  the  reduced  rates 
charged  by  private  lenders  on  new  loans. 

Forced  and  Voluntary  Sales  of  Farms,  1926-39 

The  rate  of  forced  sales  of  farm  real  estate  for  the  United  States  as  a 
whole  rose  rapidly  after  March  1931*  an(3  reached  a  peak  during  the  year  ended  in 
March  1933  that  was  2-§-  times  the  average  prevailing  during  the  5-year  period 
I926-3O.  Since  1933  the  frequency  of  forced  sales  has  declined  each  year  and 
during  the  last  2  years  the  level  has  been  lower  than  for  any  year  since  data 
became  available  in  1926.  In  general,  the  direction  of  the  movement  of  voluntary 
transfers  has  been  in  contrast  to  that  for  forced  transfers,  voluntary  transfer 
rates  reaching  comparatively  loxir  levels  during  the  periods  of  highest  forced  sale 
frequency*  Considerable  regional  variation  appears  in  the  movement  of  forced 
sales  during  the  period.  The  forced  sale  levels  reached  in  the  West  North  Central, 
East  South  Central  and  South  Atlantic  groups  of  States  were  higher  than  for  the 
country  as  a  whole.  In  the  two  latter  groups,  delinquent  tax  sales  accounted  for 
somewhat  less  than  one-half  of  total  forced  sales  in  the  year  of  highest  frequency. 
During  the  same  year  sales  resulting  from  mortgage  debt  difficulties  comprised  about 
85  percent  of  the  total  distress  sales  in  the  West  North  Central  States.  The  larger 
percentage  of  farms  mortgaged,  together  with  relatively  high  ratios  of  mortgage  debt 
to  land  value,  accounts  for  a  substantial  part  of  the  higher  frequency  of  forced 
sales  in  this  region. 
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Acquired  Farm  Real  Estate  Held  "by  Leading  Lending  Agencies 

January  1,  1929-39 
(In  Thousands  of  Dollars) 


Year 

Federal 

Land  B^nks 
and  Federal 

Farm  Mortgage 
Corporation  l/ 

Life 

Insurance 

Companies 

2/ 

Joint  Stock 
Land  Banks 

1/ 

All  Active 
Insured 
Commercial 
Banks  4/ 

Three  State 
Credit 
Agencies  5/ 

1929 

26,478 

88,305 

15,236 

6/ 

19,540 

1930 

29.517 

120,020 

19,685 

6/ 

26,860 

1931 

36.931 

151,229 

22,202 

l, 

33.511 

1932 

1933 

1934 

53 .653 
83.336 

219,947 

316.931 

37,957 

71,741 

6/ 

11 

39,008 

47,454 

9b,774 

465,072 

85,740 

1/ 

56,094 

1935 

96,780 

600,873 

81,700 

6/ 

60,270 

1936 

120,091 

646,280 

72,202 

74,166  1/ 

61,531 

1937 

135,178 

713.166 

72,781 

69,525 

68,444 

1938 

132,288 

705,207 

62,030 

56,311 

72,o4o 

1939 

139,440 

702,861 

53,885 

49,143 

73,301 

1 J  Investment,  including  sheriffs'  certificates  and  judgments.  Excluding  prior 
liens • 

2/  Investment  -  partially  estimated. 

Carrying  value  of  real  estate,  including  sheriffs'  certificates  and  judgments. 
Real  estate  held  "by  "banks  in  receivership  included  at  "book  value, 

4/  Book  value. 

Investment.  Rural  Credit  Board  of  South  Dakota,  Bank  of  North  Dakota,  and 
Department  of  Rural  Credit  of  Minnesota, 

6/  Data  unavailable. 

Jj  June  30. 
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FARM  INVESTMENT  OF  LIFE  INSURANCE  COMPANIES 

Amounts  and  Percent  of  Total  Holdings  Represented  "by  Farm 
Mortgages  and  Farm  Real  Estate  Owned;  Total  Farm  Investments 


January  1,  1925-1939 
(In  Millions  of  Dollars) 


Year 

Total  Farm 

Mortgage  Belt 

Farm  Real 

Estate  Owned 

Total  Farm 

Investment 

Amount 

Percent 

Amount 

Percent 

Amount 

Percent 

1925 

2,139 

96.0 

88 

4.0 

2,227 

100.00 

1930 

2,105 

94.6 

120 

5.4 

2,225 

100.00 

1931 

2,059 

93.2 

151 

6.8 

2,210 

100.00 

1932 

2,007 

90.1 

220 

9.9 

2,227 

100.00 

1933 

1,869 

S3. 5 

317 

14.5 

2,136 

100.00 

1934 

l,66l 

78.1 

465 

21,9 

2,126 

100.00 

1935 

1,259 

67.7 

601 

32.3 

1,860 

100.00 

1936 

1,055 

62.0 

646 

38.0 

1,701 

100.00 

1937 

936 

56. 8 

713 

43.2 

1,649 

100.00 

1938 

895 

55.9 

705 

44. 1 

1,600 

100.00 

1939 

887 

55.3 

703 

44.2 

1,590 

100.00 

190o~40~19 
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(See  footnotes  on  pages  22  and  23.) 
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(Footnote  -  continued) 

period  represents  taxes  levied  in  the  calendar  years  1909-13*  payable  mostly 
within  the  period  August  1,  1909-July  31*  131^  • 

7/  Preliminary. 

1T0TE:  The  index  numbers  of  industrial  production  and  of  industrial  workers’ 
income  shown  above  are  not  comparable  in  several  respects.  The  base  periods 
are  different.  The  production  index  includes  only  mining  and  manufacturing; 
the  income  index  also  includes  tra.nsuorta.tion.  The  production  index  is  based 
on  volume  only,  whereas  the  income  index  is  affected  by  wage  rates  as  well  as 
by  time  worked.  There  is  usually  a  time  lag  between  changes  in  volume  of  pro¬ 
duction  and  in  workers’  income,  since  output  can  be  increased  or  decreased  to 
some  extent  without  much  change  in  the  number  of  workers. 
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